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We focus on cross-border syndicated lending since it is an important-and growing-source of external finance in many emerging and developing countries (Nini, 2004; Godlewski and Weill, 2008; Cortina et al., 2018) . Syndicated loans account for about one third of total cross-border lending between 1995 and 2012, on average (Cerutti et al., 2015) , and the size of the market is comparable to that of the bond market (World Bank, 2015) . As countries develop, an increasing number of firms-for instance, large exporters and firms in the infrastructure and mining sectors in developing countries-access the cross-border syndicated loan market to support their expansion strategies.
These loans are increasingly important as a source of finance for firms across the world. From a borrower's perspective, syndicated loans are generally less costly than bond issuance and a series of bilateral loan agreements; provide access to finance to borrowers that are unable to tap into the bond markets because of their low creditworthiness; and could also help to diversify the sources of external finance, promoting financial deepening and stability (Santos and Winton, 2008; Godlewski and Weill, 2008) . From the lenders' standpoint, the syndicated loan market allows banks to generate fee income, diversify credit exposures to particular borrowers, industries, or countries as well as to make loans in markets where they lack origination capabilities (Sufi, 2007b; Haselmann and Wachtel, 2011) .
Although there is an emerging empirical literature on the pricing of syndicated loans, it is mostly limited to advanced and emerging economies and, to our knowledge, there is no study on the effect of MDBs' participation on loan pricing. 5 Most of the empirical literature analyzing the syndicated loans markets has been focused on advanced economies (see, for instance Dennis and Mullineaux, 2000; Carey and Nini, 2007; Sufi, 2007b; Bosch and Steffen, 2011; Lim, Minton and Weisbach, 2014; Berg, Saunders and Steffen, 2016) . Studies on cross-border lending to emerging markets have mainly investigated the drivers of loan syndication and the role of international banks (Eichengreen and Mody, 2000; Godlewski and Weill, 2008) . However, little is known on cross-border syndicated lending to developing countries. One exception is the analysis by Altunbaş and Gadanecz (2004) , who evaluate the determinants of loan pricing in syndicated loans granted to borrowers in developing countries between 1993 and 2001. They find that riskier borrowers pay higher prices mobilization effects of MDBs and find that MDBs crowds in private investors. Specifically, using syndicated loan data at the country-industry-year level, they show that the number of loans, the size of private capital flows, the number of creditors and the average loan maturity increase in the years following the presence of syndicated loan with MDBs' participation.
5 Hainz and Kleimeier (2012) document that the participation of MDBs in the loan syndicate helps to mitigate political risk. Broccolini, Lotti, Maffioli, Presbitero and Stucchi (2018) focus on the mobilization effects of MDBs. However, there is no evidence on the role of MDBs in mitigating borrower riskiness. albeit macroeconomic conditions in borrowers' countries play a predominant role in explaining loan pricing.
Our analysis fills this gap by looking at how the syndicate structure-and in particular the presence of an MDB in the pool of lenders-affects loan terms. We use deal-level data on a large sample of about 17,000 syndicated loans granted to borrowers from 107 emerging and developing countries during the period 1994-2015. In addition to the loan-characteristics (price, amount, maturity, type of loan, etc.), the data includes loan-level information on lenders' name and location, number of banks in the syndicate, and type of bank (private bank or MDB), and borrowers' name, industry, location, and credit risk. We use a standard risk-return framework, as in Carey and Nini (2007) and Berg et al. (2016) , to identify the drivers of syndicated loan terms and capture the role of MDBs. We also exploit loan-level information to test whether riskier borrowers pay a premium, and whether the participation of MDBs in the syndicate could mitigate the effect of borrower riskiness on loan pricing.
We have two main results. First, MDBs' participation is associated with higher borrowing costs and longer loan maturities. This finding indicates MDBs' higher capacity to lend at longer tenure than the private sector and-as long as spreads reflect borrower risk-the higher propensity of MDBs to finance risky projects-especially those in infrastructure-which may not be financed by the private sector. Second, the presence of an MDB in a syndicate is associated with a 37 percent reduction in the premium paid by risky borrowers, suggesting that MDBs play a de-risking role, by lowering borrowing costs for risky firms in developing countries. This effect could be the result of better information and monitoring of MDBs and the extension of their preferred creditor status. These results hold controlling for a large set of deal characteristics and absorbing timevarying unobserved heterogeneity at the industry and country level, as well as country×industry fixed effects. The results remain intact when considering different sub-samples and when using a matching technique, that compares loans with similar characteristics, but with and without an MDB in the loan syndicate. This paper is organized as follows. Section 2 presents the data and the main stylized facts on the role of MDBs in the syndicated loan market. Section 3 discusses the analytical framework and the main results. Extensions and robusteness tests are discussed in Section 4. Section 5 concludes.
Data and Descriptive Statistics
We collect data for more than 23,000 syndicated loans to emerging and developing countries originated during the 1994-2015 period from Dealogic Loan Analytics. A syndicate is formed by a pool of banks organized by a lead bank (arranger), who usually has a bank relationship with the borrower and has information on the borrower's creditworthiness. Then, to achieve the loan agreement, the arranger presents the loan conditions (e.g., amount, price, maturity, currency, type of loan) to the borrower and to the members of the syndicate. Each syndicate member has a separate claim on the borrower, albeit there is only a single loan agreement. Syndicated loans are priced at LIBOR plus a spread associated to borrower's credit risk. Participating banks charge several fees related to the type of loans (i.e., utilization, participation, facility, and underwriting fees). Thus, spread and fees capture different features of the lender-borrower relationship (Sufi, 2007b) . We include only loans with full information on the size of the deal, the number and nationality of banks involved and some other basic deal characteristics. We restrict the sample to loan deals that involve borrower and lenders from different countries, to capture cross-border flows. Finally, in line with existing studies (e.g., Nini, 2004), we exclude loans to sovereigns, as they are likely driven by different factors compared to loans to non-sovereign entities (private sector and public sector firms). For each loan, the database offers detailed information on contractual characteristics: lender and borrower identity, location, industry, loan type (credit line vs. term loan), size, maturity, interest rate, and currency.
After cleaning the raw data, we are left with 16,847 syndicated loans to 7,589 borrowers headquartered in 107 emerging and developing countries from 1994 to 2014. When looking at pricing, the sample is smaller because of data availability, as we have information on at most 7,571 deals (and 3,703 borrowers). Table A1 in the appendix presents the number of loan deals per country. The sample is dominated by the large emerging markets (China, Brazil, India, Mexico, Indonesia, and Turkey), but borrowers from low-income and lower middle-income countries represent more than 30 percent of the sample. 6
Our baseline measure of loan pricing is the all-in interest rate spread, which includes the contract spread over LIBOR plus any annual fee and any upfront fee. This choice allows us to approximate the true economic value of the syndicated loan, as spread and fees capture different features of the lender-borrower relationship (Altunbaş and Gadanecz, 2004; Carey and Nini, 2007; Ivashina, 2009; Qian and Strahan, 2007; Berg et al., 2016) . However, we also report results for spread and fees separately to test whether the MDBs' participation affect separate components of loan pricing differently. The average all-in interest rate spread is 351 bps, but there is a significant variability, with the interquantile range going from 180 to 475 bps. Loan maturity is measured in months: the median loan has a 3-year maturity, while 27 percent of loans have a maturity of one year or shorter, and only 10 percent of loans are longer than 10 years. Loan size is measured in 2011 constant USD and includes only the cross-country components of the deal, i.e., excluding the amount financed by banks headquartered in the same country as the borrower. The median loan is of about USD 65 million, with a quarter of deals being smaller than USD 21 million and another quarter larger than USD 170 million (Table 1) .
MDBs' Participation in Syndicated Loans: Stylized Facts
MDBs often participate in syndicated loans when the market could not provide funding because of high (perceived or actual) borrower's riskiness. MDBs' participation in a syndicated loan takes two forms: A/B loans and parallel loans. In the former, the MDB is the lender of record and holds a portion of the loan for its own account (the "A Loan"), and invites external participants to cover the remaining portion (the "B Loan"). In case of a parallel loan, the MDB and the external source each conclude separate loan agreements with the borrower, on a project designed and administered by the MDB. With the A/B arrangement, MDBs can extend their preferred creditor status to the participants in the syndicate and the reduced risk and transaction costs could translate into lower spreads (Chelsky, Morel and Kabir, 2013; Humphrey, 2015) . 7 In our sample, about 10 percent of the loan deals (1,694) have at least one MDB in the syndicate. On average, 63% of those loans are A/B loans, implying that MDBs mainly operate as lead arrangers in the syndicated loan market.
MDBs' participation is quite widespread across industries-with a concentration in agriculture and a lower presence in manufacturing and natural resources-and it is more common in lending to low-and lower middle-income countries than in lending to borrowers located in emerging markets.
In our sample, the European Bank for Reconstruction and Development and the International Finance Corporation (part of the World Bank group) together make 56 percent of the sample, with the European Investment Bank, the International Bank for Reconstruction and Development, the 7 MDBs' loans-including A/B loans-are often excluded in debt restructuring even in crisis times. This is mainly because the IMF, the lender of last resort, has a non-tolerance policy on arrears to multilateral creditors (see International Monetary Fund, 2013) .
African Development Bank, the Inter-American Development Bank, and the Asian Development Bank being other key players. Figure 1 , which plots the distribution of the all-in spread for loans with and without MDBs' participation, clearly shows that deals that involve MDBs have higher all-in spreads. On average, syndicated loans with MDBs' participation cost 96 bps more than loan syndicates formed solely by private institutions (see Table 2 ). This premium reflects an almost equal difference in the interest rate spread and in fees. The price difference is partly the reflection of significant differences in maturity, which is 32 months longer for loan deals that involve MDBs, and loan size, as deals with MDBs' participation are, on average, smaller by about USD 28 million.
As these differences could reflect a n umber o f d ifferences i n l oan a nd b orrower characteristics across the sample of deals, in the following analysis we look at these relationships in a multivariate setting and with a matching approach, to compare deals as similar as possible but that differ only in the presence of MDBs.
Macro Trends
The value of cross-border syndicated loans shows a cyclical trend with increasing flows i n early 1990s followed by a fall in early 2000s (Figure 2 ). 8 Then, a rapid surge is observed until the onset of the global financial crisis, when inflows slightly declined, partly due to the "flight to hom e" effect (Giannetti and Laeven, 2012; Cerutti et al., 2015) . MDBs' participation has also followed a similar pattern, assuming more importance, in relative terms, during the downward phases of the cycleearly 2000s and post-global financial c risis, c onsistent w ith a c ounter-cyclical r ole o f M DB lending (Galindo and Panizza, 2018 )-when loans with MDBs' participation amounted to up to 15 percent of all cross-border lending. In more recent years, however, this share declined to below 10 percent.
The regional composition of these flows changed over t ime, w ith a n i ncreasing i mportance o f cross border syndicated lending to low-income countries, especially in South Asia and Sub-Saharan Africa, starting from 2007 ( Figure A2 , see also Gurara, Klyuev, Mwase and Presbitero (2018) ). Lending to low-income countries has a strong component of infrastructure financing but it is still concentrated in a few recipient countries, even though, relative to the size of the economy, cross border syndicated 8 A very similar patter emerges looking at the number of deals, see Figure A1 bank lending has become as important in low-income countries as in emerging markets.
Main Results

The Empirical Analysis
We look at the drivers of syndicated loan terms, focusing on the role of MDBs, in a model that controls for deal, lender, and borrower specific-characteristics (Carey and Nini, 2007; Berg et al., 2016) . More precisely, we estimate the following equation:
where the dependent variable is, alternatively, one of the pricing measures, size (in logarithm), or maturity (in months) of deal j originated in year t. The key explanatory variable measures the MDBs' participation in the syndicate with binary variable equal to one if at least one MDB is involved in the syndication of the loan, and zero if the syndicate includes only private banks.
The standard set of explanatory variables include: 1) the borrower's credit risk, measured by three categories-investment grade, leveraged, and highly leveraged; 2) the number of tranches of the loan; 3) the currency in which the loan is denominated, classified in three categories-USD, Euro, and other currencies; 4) a dummy equal to 1 if the loan is granted to public sector borrowers and 0 if the loan is to the private sector; 5) a dummy equal to 1 for term loans, and zero for credit facilities; and 6) a dummy equal to 1 if the loan has a guarantor, and 0 otherwise. Other than MDBs' participation, we look at the lender side of the deal measuring the concentration of the loan syndicate by the Herfindahl-Hirschman Index (HHI), calculated on bank shares in the loan.
A more concentrated loan syndicate, as banks retain a higher share of the loan-especially lead arrangers-may signal lower risk and reduce moral hazard (Sufi, 2007b; Bosch and Steffen, 2011) .
Finally, the model is saturated with industry (ψ j ), country (φ j ), and year (τ t ) fixed effects to absorb unobserved heterogeneity across industries, countries and time, as loan terms could depend on global conditions as well as industry and country-specific unobservable factors. In the most demanding specification we absorb time-varying country and industry-specific unobserved factors that may drive loan terms by including country×year (φ jt ) and industry×year (ψ jt ) fixed effects.
Summary statistics and definition of all the variables are presented in Table 1 . Table 3 shows the results of equation 1 when the dependent variable is the all-in spread. Column 1 to 5 incrementally add fixed effects up to our preferred specification with country×year and industry×year fixed effects. Finally, in column 6 we include country×industry fixed effects to allow for the possibility that industry-specific unobserved factors may affect loan pricing across countries differently (but not over time, which is absorbed by the year fixed effects). The comparison of the R 2 across specifications indicates that global shocks, captured by year fixed effects, play a key role in explaining the variation in loan prices (the R 2 increases from 0.38 to 0.51 between column 1 and 2), while the role of country-specific factors is smaller (columns 2 versus 3). The inclusion of time-varying country and industry fixed effects raises the R 2 to 0.66 (column 5), suggesting that our model is able to capture two third of the observed variation in loan prices across borrowers.
Loan Pricing
Regardless of the model specification, the coefficient of the MDBs' participation dummy is always positive and statistically significant, raging from 82 (column 2, with country and year fixed effects)
to 45 (in the most demanding specification of column 5 with country×year and industry×year fixed effects). Taking the latter as our preferred and conservative specification, our results imply that the price of loans with MDBs' participation is higher by 45 bps or 13 percent (relative to the average all-in spread of 351 bps). If spreads reflect borrower risk (Strahan, 1999) , this result would suggest that MDBs self-select into loans with higher risk-and therefore higher spreads-that could not otherwise be financed by the private sector, in line with the evidence discussed by Hainz and Kleimeier (2012) on a large sample of syndicated loans.
The set of coefficients on deal characteristics are broadly in line with existing evidence. We find that smaller loans and those with longer maturity are associated with higher prices (Carey and Nini, 2007; Ivashina, 2009; Berg, Saunders and Steffen, 2016) . In particular, taking the results of column 5, an additional year of maturity is associated with a 9 bps increase in the all-in spread, reflecting the increasing risk premium for loans with longer maturities. A higher number of tranches in the deal is also associated with higher prices, consistent with an adverse effect of loan complexity on pricing (Lee and Mullineaux, 2004; Maskara, 2010; Lim, Minton and Weisbach, 2014 ). Borrower's credit risk has an important effect on loan pricing. Highly leveraged and leveraged borrowers pay significantly more than investment grade borrowers. The estimated premium is sizable and robust across all specifications. A highly leveraged borrower pays on average 365 bps more than an investment grade borrower while leveraged borrowers pay a premium of 115 bps (column 5). This result supports the presence of market discipline in the syndicated loan market and is consistent with the model developed by Diamond (1991) , and with existing evidence from the syndicated loan market in advanced economies (Santos and Winton, 2008; Haselmann and Wachtel, 2011; Lim, Minton and Weisbach, 2014) .
Loans in Euro and in other currencies have a discount compared with loans in USD, in line with previous evidence from syndicated loans in emerging markets (Eichengreen and Mody, 2000) .
Interestingly, term loans are relatively more expensive than credit lines. On average a term loan costs 37 bps more than a credit facility (column 5 are associated with lower prices: on average, one standard deviation in the HHI is associated with a discount of 26 bps (column 5). This result is robust across all specifications and suggest that a higher concentration of banks' shares in the syndicate may signal a greater willingness to lend, which can be associated with a lower default risk (Sufi, 2007b; Bosch and Steffen, 2011) .
Results hold when we use spread and fees separately as alternative measures of loan pricing (See Table 4 ). In particular, the premium due to the presence of MDBs in the syndicate is almost equally split between higher fees (19 bps) and higher loan spreads (25 bps). All the other variables have relatively similar effect on the two components of the price structure, with the exception of maturity, term loans and the degree of syndicate concentration, which have a larger effects on fees than on spreads.
De-Risking
MDBs often participate in syndicated loans when the market could not provide funding because of high (perceived or actual) borrower's riskiness. Simply comparing investment grade and risky loans (e.g., leveraged and highly leveraged loans) does not show any propensity of MDBs to join risky loan deals. 9 However, to the extent that the all-in spread reflects credit risk (Strahan, 1999) , Figure 1 and the baseline regressions (see Table 3 To test for the de-risking role of MDBs, we perform two exercises by interacting the MDBs participation dummy with two variables which could proxy for borrower creditworthiness. First, we identify risky loan deals with a dummy equal to one for those classified as leveraged or highly leveraged (Risky). Second, we proxy borrower riskiness using the country credit risk ratingan indicator of sovereign creditworthiness provided by Institutional Investor country credit rating dataset. 11 In particular, we define a dummy variable High country risk to identify borrowers which are located in countries in the bottom half of the distribution of the country credit risk rating variable.
A simple inspection of the data seems to support the hypothesis that MDBs could play a derisking role ( Figure 3 ). While there is a strong association between borrower riskiness and the all-in spread for deals that do not have any MDB involved (panel a), the presence of an MDB in the syndicate allows risky (leveraged and highly leveraged) borrowers to obtain loans priced similar to those obtained by less risky (investment grade) borrowers (panel b).
To test this hypothesis more formally, Table 5 presents the results of the pricing model using our 10 Hainz and Kleimeier (2012) argue that MDBs provide a so-called "political umbrella" because these banks can use their leverage to influence governmental decisions and deter adverse events that would negatively affect the project outcome.
11 The dataset is published by Euromoney Institutional Investor PLC, and contains ratings of sovereign creditworthiness for 184 countries, from September 1979 to September 2016. Ratings are based on an assessment on country's fiscal sustainability, debt and liquidity, economic structure and performance, monetary policy and financial stability, balance of payments and political environment. The ratings grade each country on a scale from 0 to 100, with a rating of 100 given to those countries with the lowest chance of defaulting on their government debt obligations.
specifications with country×year and industry×year fixed effects, looking separately at the all-in spread, as well at spread and fees. For each price measure, in the first column we include the interactions between the MDB participation dummy and the borrower riskiness indicator (Risky), while in the second column we replace the deal-specific riskiness measure with the dummy for the sovereign riskiness (High country risk ).
The results show that MDBs' participation is associated with a reduction of the premium associated with leveraged and highly leveraged borrowers by about a third (column 1). This result remains significant even when considering spread and fees separately, although it is larger and more precisely estimated for the former (columns 3 and 5). Consistent with these finding, and in line with existing evidence that parties could invite MDBs to participate in the loan syndicate to compensate for the high country risk level (Hainz and Kleimeier, 2012) , we find that the presence of an MDB in the syndicate is associated with significantly lower borrowing costs (about 41 bps) for companies headquartered in riskier countries, even controlling for deal characteristics, including the borrower's creditworthiness.
Infrastructure and Public Sector Lending
In this section we look at two other dimensions that could matter for the way in which MDBs participation in syndicated loans can affect pricing. First, given the increasing and prominent role of MDBs in infrastructure financing (Humphrey, 2018), we are interested in the implications of MDBs' participation on borrowing costs for infrastructure projects. On the one hand, one could expect a lower cost due to risk mitigation measures, as MDBs bring close supervision and credit enhancement instruments. However, it could also be the case that MDBs self-select into loans for long-term projects with high risks, that might not match the risk profile of private sector investors.
We discriminate between these two hypotheses interacting the MDB participation dummy with the infrastructure project loans indicator. The coefficient of the interaction term is positive and significant, meaning that infrastructure loans with MDBs' participation are about 66 bps more expensive than similar loans financed entirely by commercial banks (Table 6 , column 1). This result, which is mostly driven by the change in spread rather than in fees (columns 3 and 5), would suggest that MDBs play a key role in infrastructure financing, as they tend to finance infrastructure projects with higher risks compared to similar projects financed by commercial banks alone.
As a second exercise, we allow MDBs' participation to have a different effect on loan prices for private and public sector borrowers. We observe that MDBs' participation is associated with significantly lower borrowing costs for public sector firms, suggesting a key role of MDBs for public sector financing. This effect is economically sizable, as the presence of an MDB in the syndicate almost double the reduction in the all-in spread of public sector borrowers compared to private sector ones (Table 6 , column 2). This effect is almost equally large across spread and fees, albeit in the latter case the point estimate is not statistically significant (column 6).
Other Loan Terms
Having focused on how MDBs' participation is associated with loan pricing, we now test in the same multivariate framework whether loan deals with MDBs' involvement are smaller in size and longer in maturity than other comparable loans, as suggested by the descriptive analysis (see Table   2 ). Results are presented in Table 7 , in which the dependent variable is, alternatively, loan size (in million of USD) in columns 1-3 and loan maturity (in months) in columns 4-6. For each loan term, we report the main specifications with country, industry and year fixed effect, time-varying industry and country fixed effects, and country×industry and year fixed effects. 12
Loan size The presence of MDBs is associated with lower loan size compared to loans from syndicates formed only by private banks. According to the estimates in column 2, the difference in loan size is economically meaningful, as deals with MDBs are on average USD 70 million smaller than loans granted only by commercial banks-almost 40 percent smaller than the average loan, which amounts to about USD 180 million. This result would suggest some caution when discussing the scope of MDBs in directly mobilizing private sector resources, especially in light of the large financing needs for achieving the Sustainable Development Goals outlined in the 2030 Agenda for Sustainable Development. 13 Moving to other deal characteristics, we find that highly leveraged borrowers obtain smaller loans, confirming the importance of market discipline. Longer and more complex loans are associated with larger loan size, while term loans are generally smaller than credit facilities by around USD 12 Results are based on the large sample of almost 15,000 loan deals, but they remain qualitatively the same when restricting the sample to deals for which the information on the all-in spread is non missing; see Table A4 .
13 However, MDBs can also catalyze private investment on a broader scale through advice, support for policy reform, capacity building, and demonstration effects. See Broccolini et al. (2018) for evidence of the catalytic effects of MDBs in the syndicated loans market. A recent joint report by MDBs confirm that the most of the total mobilization effect by MDBs is indirect, while direct mobilization account for about 30 percent of all private sector resources mobilized in 2016 (World Bank, 2017) .
35 million. Finally, deals with a higher degree of lender concentration are also smaller, suggesting that risk diversification-as more lenders enter into the syndicate-contributes to increase lending in the syndicated loan market (Dennis and Mullineaux, 2000; Sufi, 2007b) .
Maturity MDBs' participation is associated with loans with longer maturities compared to loan syndicates exclusively composed of private banks. The difference is economically meaningful, ranging from about 25 months to 27 months (columns 4-6). Taking the specification of column 5 with time varying fixed effects as a baseline, we observe that loans with an MDB in the syndicate are, on average, 27 months longer than those in which only private banks are involved. This result is consistent with evidence showing that MDBs have a greater capacity to lend at longer tenure than the private sector, and mostly provide longer maturities than the private sector (Chelsky, Morel and Kabir, 2013; Ehlers, 2014; Inderst and Stewart, 2014) .
The coefficients of the other deal characteristics are consistent with the existing evidence. Loans with more tranches, larger amount, denominated in currencies other than the dollar, and term loans are associated with longer maturities. As expected, loans to leveraged and highly leveraged borrowers have lower maturities compared to loans to investment grade borrowers, which confirm our previous findings on market discipline (i.e. safer borrowers borrow at lower prices and longer maturities compared to riskier borrowers). Deals with a guarantor also have longer maturities than those without a guarantor, confirming that the presence of guarantees benefit loan terms. Syndicate concentration is associated with significantly longer loan maturities, suggesting that banks tend to keep larger shares in loans with longer maturities. This result, in conjunction with our findings in the price specification, may indicate that concentrated syndicates seem to lend at better terms.
Extensions and Robustness
Matching
Our main analysis is conducted in a standard multivariate setting, in which we control for a large set of observable loan characteristics and time, industry and countries fixed effects, to isolate the effect of MDBs' participation on loan terms. However, unobserved heterogeneity could bias our results, if it is correlated with the participation of MDBs in the syndicate. In an ideal setting, we would like to observe two identical loan deals, with the only exception that one involves an MDB in the pool of lenders and the other not. One way to get closer to this setting is to match treated (e.g., those with MDBs' participation) and untreated (i.e., those without MDBs' participation) along many observable dimensions to estimate the average treatment effect (ATE). In particular, we use the nearest-neighbor matching estimator and we do: i) exact matching on loan type (i.e., we compare within credit facilities and term loans), and ii) nearest-neighbor matching using the set of covariates used in the baseline model, including year, industry and country fixed effects.
The results-shown in Table 8 -are consistent with what we found in the multivariate setting.
Comparing the sample difference in the average all-in spread across loans with and without MDBs' participation with the ATE estimated after the matching indicates that most of the effect of MDBs' participation seen in the univariate setting is accounted for by observable deal characteristics. However, even after the matching, the ATE indicates that loan deals with MDBs' participation are, on average, priced at a higher all-in spread (33 bps), a result very close to our baseline (Table 3, column 5). This difference is driven exclusively by a higher spread, while fees are not statistically different across loan deals with and without MDBs (columns 2 and 3). We also confirm that the involvement of an MDB in the syndicate is associated with longer loan maturities, and lower loan volume (columns 4 and 5).
Finally, in Table 9 we perform a slightly different exercise to look at the de-risking role of MDBs.
In this case, we consider the dummy for leveraged and high leveraged borrowers (Risky) as the treatment and we split the sample between loan deals with and without MDBs' participation to test whether the effect of borrower risk is indeed lower in the former than in the latter. The result supports our hypothesis, as risky loans pay a premium of 204 bps on the all-in spread when the syndicate is composed of only commercial banks, while this premium decreases to 130 bps when MDBs participate in the loan syndicate
Robustness
We test the robustness of our main findings running a set of additional tests. First, we consider the fact that our sample is characterized by two features: the concentration of many deals in few countries (especially China, India and Mexico) and the presence of many countries (74) with a small number of loan deals. In Table 10 we replicate our main results-the standard association between MDBs' participation and the all-in spread and the de-risking effect-dropping the borrowers headquartered in China (columns 1-2); in China, India and Mexico (columns 3-4); and in the 74 countries which have less than 50 deals in our sample over the whole period 1994-2015 (columns 5-6). In all the three cases, the main findings on the role of MDBs on loan pricing both for an average and a risky borrower remain intact.
Second, we run a separate analysis for credit lines and term loans, on the ground that their pricing structure is likely to differ for several reasons, related to the different options included in the contracts (e.g., to draw on a line of credit, or terminate a loan contract) (Berg, Saunders and Steffen, 2016) and to the role of liquidity risk for participating banks (Gatev and Strahan, 2009 ). We find differences in how some loan characteristics, such as the syndicate concentration and maturity, affect all-in spread across credit lines and term loans (Table 11 ). MDBs are more often involved in term loans-63% of deals with MDBs' participation are term loans. In this case, consistent with the hypothesis of risk mitigation through better information and the extension of the preferred creditor status, the involvement by an MDB in the syndicate significantly lowers borrowing costs for risky borrowers. On average, MDBs are not associated with higher borrowing costs, and the standard positive association between MDBs' participation and spreads is in place only for non-risky borrowers (columns 4-6). By contrast, the reduction of borrowing costs for risky borrowers when MDBs are involved in the loan deal is smaller and less robust when considering credit facilities, for which the risk mitigation via preferred credit status is not in place.
Finally, we cluster standard errors at the country level, rather than at the country-year level, as done throughout the paper. All our findings on the role of MDBs remain statistically significant.
The replication of Table 3 with the alternative clustering shows that the change of the standard errors is relatively limited and, in some cases, our baseline estimates are more conservative (Table   A3 ).
Conclusions
This paper looks at two interrelated questions. First, does the presence of an MDB in a syndicated loan affect loan terms, and especially the loan pricing? Second, does the involvement of MDBs mitigate borrower credit risk, translating into lower spreads? We examine loan terms of crossborder syndicated loans to address these questions. A key finding from our analysis is that MDBs' participation is associated with higher borrowing costs, indicating MDBs' greater willingness to finance high-risk projects that may not be financed by the private sector. However, the results show that MDBs play an important de-risking role, reducing spreads significantly, especially for riskier borrowers and those located in high risk countries. Moreover, MDBs' participation is associated with longer loan maturities, implying MDBs' greater capacity to lend at longer tenure than the private sector, and smaller loan size, which cautions about the scope for a potential direct mobilization effect of MDBs. Overall, our findings suggest that risk mitigation can be a channel through which MDBs-thanks to better information and monitoring and the extension of their preferred creditor status-can crowd in private investment to developing countries and emerging markets. The figure shows the all-in spread (in bps) of cross-border syndicated loans to developing countries. The chart is based on a sample of 7,038 deals to 106 countries and distinguishes between investment grade and leveraged and highly leveraged deals. Panel (a) presents the density for deals with only commercial banks, while panel (b) include deal with at least a multilateral development bank in the syndicate. Data source: Dealogic Loan Analytics. (1) and (2) is the loan spread, and in columns (3) and (4) (1) and (2) is the all-in spread, while in columns (3) and (4) is the loan spread, and in columns (5) and (6) the loan fees, all in basis points (bps). MDB is a dummy equal to 1 if at least one MDB is involved in the syndication of the loan, and 0 if the syndicate includes only private banks. Risky is a dummy equal to 1 if the loan is classified as leveraged or highly leveraged, and 0 is the loan has investment grade. High country risk is a dummy equal to 1 for borrowers located in countries in the bottom half of the distribution of teh country credit risk rating variable. Public is a dummy equal to 1 for deals to public sector borrowers and 0 for private sector ones. The excluded category for currency are deals in USD. The concentration of the syndicated loan is measured by the Herfindahl-Hirschman Index (HHI) calculated on the share of each bank in the loan. The data are at the deal level. The sample period is 1994-2015. Standard errors clustered at the country and year level in parentheses. *** p<0.01, ** p<0.05, * p<0.1. Data sources: Dealogic Loan Analytics. Dep. Var.: (1) and (2) is the all-in spread, while in columns (3) and (4) is the loan spread, and in columns (5) and (6) the loan fees, all in basis points (bps). MDB is a dummy equal to 1 if at least one MDB is involved in the syndication of the loan, and 0 if the syndicate includes only private banks. Infrastructure is a dummy equal to 1 for infrastructure loans and 0 otherwise. Public is a dummy equal to 1 for deals to public sector borrowers and 0 for private sector ones. Leveraged and highly leveraged deals are expressed with reference to investment grade ones (the excluded category). The excluded category for currency are deals in USD. The concentration of the syndicated loan is measured by the Herfindahl-Hirschman Index (HHI) calculated on the share of each bank in the loan. The data are at the deal level. The sample period is 1994-2015. Standard errors clustered at the country and year level in parentheses. *** p<0.01, ** p<0.05, * p<0.1. Data sources: Dealogic Loan Analytics. Dep. Var.: Notes: The table presents OLS estimates of model 1. The dependent variable is the all-in spread, in basis points (bps). Columns 1-3 refer to the sub-sample of credit facilities, while columns 4-6 to that of term loans. MDB is a dummy equal to 1 if at least one MDB is involved in the syndication of the loan, and 0 if the syndicate includes only private banks. Risky is a dummy equal to 1 if the loan is classified as leveraged or highly leveraged, and 0 is the loan has investment grade.
High country risk is a dummy equal to 1 for borrowers located in countries in the bottom half of the distribution of teh country credit risk rating variable. Public is a dummy equal to 1 for deals to public sector borrowers and 0 for private sector ones. The excluded category for currency are deals in USD. The concentration of the syndicated loan is measured by the Herfindahl-Hirschman Index (HHI) calculated on the share of each bank in the loan. The data are at the deal level. Number of deals is involved in the syndication of the loan, and 0 if the syndicate includes only private banks. Leveraged and highly leveraged deals are expressed with reference to investment grade ones (the excluded category). In columns (7) and (8) risky is a dummy equal to 1 if the loan is classified as leveraged or highly leveraged, and 0 is the loan has investment grade. The excluded category for currency are deals in USD. Public is a dummy equal to 1 for deals to public sector borrowers and 0 for private sector ones. The concentration of the syndicated loan is measured by the Herfindahl-Hirschman Index (HHI) calculated on the share of each bank in the loan. The data are at the deal level. The sample period is 1994-2015. Standard errors clustered at the country and year level in parentheses. *** p<0.01, ** p<0.05, * p<0.1. Data sources: Dealogic Loan Analytics. Dep. Var.:
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